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DEPARTMENT  OF  ENERGY 

Bonneville  Power  Administration 

Draft  Prototype  Power  Sales  Contracts 
Interpreting  Policy  Provisions  of 
Pacific  Northwest  Electric  Power 
Planning  and  Conservation  Act: 
Publication  of  Summary  of  BPA’s 
Proposed  Contract  Provisions  and 
Request  for  Public  Comment 

agency:  Bonneville  Power 
Administration  (BP A),  Department  of 
Energy. 

action:  Notice  of  draft  prototype  power 
sales  contracts  interpreting  policy 
provisions  of  Pacific  Northwest  Electric 
Power  Planning  and  Conservation  Act: 
Publication  of  summary  of  BPA  c 
proposed  contract  provisions  and 
request  for  public  comment. 

summary:  The  Pacific  Northwest 
Electric  Power  Planning  and 
Conservation  Act  (Regional  Act  or  Pub. 

L  96-501)  requires  that  BPA 
simultaneously  offer,  within  9  months  of 
the  date  of  enactment  (September  8, 
1981),  long-term  power  sales  contracts  to 
(1)  existing  public  body  and  cooperative 
customers  and  investor-owned  utility 
customers;  (2)  Federal  agency 
customers;  (3)  electric  utility  customers 
participating  in  the  residential  exchange; 
and  (4)  the  direct-service  industrial 
customers.  In  the  public  involvement 
spirit  of  the  Regional  Act,  this  Notice 
summarizes  the  draft  prototype 
contracts  which  have  been  negotiated  to 
date,  and  requests  public  comment  on 
these  contracts. 

BPA  annoimced  the  process  for  public 
participation  and  acceptance  of  public 
comments  in  the  contracts  negotiation 
process  (46  FR  18331,  March  25, 1981). 
Later  in  response  to  requests  that  more 
opportunities  for  public  comment  be 
available,  BPA  scheduled  and 
announced  public  meetings  in  Boise, 
Idaho;  and  Seattle,  Washington  (46  FR 
23287,  April  24, 1981);  and  later 
announced  a  special  evening  session 
with  the  negotiating  teams  in  Portland. 
BPA  received  views  and  advice  from  the 
public  on  contract-related  matters  at 
these  meetings  and  also  received 
written  comments. 

Draft  prototype  power  sales  contracts 
and  a  report  on  the  environmental 
considerations  associated  with  the 
contracts  are  now  available  for  a  30-day 
public  review  and  comment  period. 
Public  meetings  to  receive  oral 
comments  on  the  draft  prototype 
contracts  and  environmental  report  will 
be  held  in  Portland,  Oregon;  Seattle  and 
Spokane,  Washington;  and  Boise,  Idaho. 
Written  comments  are  also  encouraged. 


The  comments  and  materials  that  result 
from  this  public  review  process  will  be 
made  available  to  the  contract 
negotiation  parties.  In  August^  BPA 
plans  to  publish  the  final  prototype 
contracts  and  an  evaluation  of 
comments  received  both  at  the  May 
public  meetings  and  during  this  June 
comment  period  on  the  draft  prototype 
contracts.  The  final  prototype  contracts 
will  be  individualized  to  take  into 
account  the  individual  systems  of  BPA’s 
utility  customers  while  maintaining  their 
consistency  in  all  major  respects  with 
the  prototype.  BPA  plans  to  offer  the 
power  sales  and  exchange  contracts  by 
September  8, 1981. 

DATES:  Meetings  to  receive  public , 
comment  on  the  draft  prototype  sales 
contracts  and  the  environmental  report 
will  be  held  on  June  23,  24,  and  25, 1981. 
Registration  to  provide  oral  comment  at 
each  meeting  will  be  7  p.m.,  and  the 
meetings  will  begin  at  7:30  p.m.  The 
meeting  on  June  23  will  be  held  in  the 
Fidalgo  Room  of  the  Seattle  Center,  1st 
North  and  Republican  Street,  Seattle, 
Washington.  The  meetings  on  June  24 
will  be  held  in  the  South  B  Ballroom, 
Sheraton  Hotel,  Spokane  Falls 
Boulevard,  Spokane,  Washington;  and  in 
the  Bonneville  Power  Administration 
Auditorium,  1002  NE.  Holladay  Street, 
Portland,  Oregon.  The  June  25  meeting 
will  be  held  in  the  East  Conference 
Room  of  the  Hall  of  Mirrors,  Capital 
Mall,  Boise,  Idaho.  Written  comments 
will  be  accepted  until  30  days  after  the 
effective  date  of  this  notice. 

EFFECTIVE  DATE:  June  12, 1981. 
ADDRESSES:  Copies  of  the  draft 
prototype  contracts  and  the 
Environmental  Report  on  environmental 
considerations  are  available  for 
distribution  or  review  by  contacting 
BPA’s  Public  Involvement  office  or  the 
BPA  Area  and  District  offices  shown 
below.  Written  comments  should  be 
sent  to  the  Public  Involvement 
Coordinator,  Bonneville  Power 
Administration,  P.O.  Box  12999, 
Portland,  Oregon  97212. 

FOR  FURTHER  INFORMATION  CONTACT: 

Donna  L  Geiger,  Public  Involvement 
Coordinator,  Bonneville  Power 
Administration,  P.O.  Box  12999, 
Portland,  Oregon  97212,  503-234-3361, 
Extension  4261.  BPA  maintains  toll-free 
lines  for  the  use  of  persons  within  the 
region.  Oregon  callers  outside  of  the 
Portland  area  may  use  the  toll-free  line, 
800-452-8429;  for  callers  from 
Washington,  Idaho,  Montana,  Utah, 
Nevada,  Wyoming,  and  California:  800- 
547-6048.  Messages  received  after 
normal  business  hours  (after  4:30  p.m. 

'  and  before  7:30  a.m.)  may  be  recorded 


on  the  toll-free  lines.  Information  is  also 
available  from: 

Mr.  John  H.  Jones,  Area  Manager, 

Suite  288, 1500  NE.  Irving  Street, 

Portland,  Oregon  97208,  503-234-3361, 
Extension  4551. 

Mr.  Ladd  Sutton,  District  Manager, 
Room  206,  211  East  Seventh  Street, 
Eugene,  Oregon  97401,  503-345-0311. 

Mr.  Ronald  H.  Wilkerson,  Area 
Manager,  Room  661,  West  920  Riverside 
Avenue,  Spokane,  Washington  99201, 
509-456-2518. 

Mr.  Gordon  H.  Brandenburger,  District 
Manager,  P.O.  Box  758,  Kalispell, 
Montana  59901, 40&-755-6202. 

Mr.  Ronald  K.  Rodewald,  District 
Manager,  Suite  117, 23  South 
Wenatchee,  Wenatchee,  Washington 
98801,  50&-662-4377,  Extension  379. 

Mr.  Randall  W.  Hardy,  Area  Manager, 
Room  250, 415  First  Avenue  North, 
Seattle,  Washington  98109, 209-442- 
4130. 

Mr.  Roy  Nishi,  Area  Manager,  West 
101  Poplar,  Walla  Walla,  Washington 
99362,  509-525-5500,  Extension  701. 

Mr.  Robert  N.  Laffel,  District  Manager, 
531  Lomax  Street,  Idaho  Falls,  Idaho 
83401,  208-523-2706. 

SUPPLEMENTARY  INFORMATION:  The- 
Regional  Act  requires  that  BPA 
simultaneously  offer,  within  9  months  of 
the  date  of  enactment,  long-term  power 
sales  contracts  to:  (1)  existing  public 
body  and  cooperative  customers  and 
investor-owned  utility  customers;  (2) 
Federal  agency  customers;  (3)  electric 
utility  customers  participating  in  the 
residential  exchange;  and  (4)  the  direct- 
service  industrial  customers. 
Development  and  negotiation  of 
protot^qie  contract  provisions  which  will 
form  the  basis  for  the  individual 
contracts  offered  to  each  customer 
began  in  January  1981  with  an 
organizational  meeting.  Negotiations 
continued  during  regularly  scheduled 
meetings  between  BPA  and 
representatives  of  customer  groups.  BPA 
announced  the  process  for  public 
participation  and  acceptance  of  public 
comments  in  the  contracts  negotiation 
process  (46  FR  18331,  March  25, 1981). 

All  sessions  were  open  to  the  public  and 
any  written  handouts  used  during  the 
meetings  were  made  available  upon 
request. 

BPA  then  received  requests  that 
public  meetings  also  be  held  and  written 
comments  solicited  in  the  region  to 
identify  the  concerns  of  groups  and 
individuals  interested  in  the  contract 
negotiation  process.  In  response  to  these 
requests,  BPA  held  two  public  meetings 
in  Seattle,  Washington,  and  Boise, 

Idaho,  on  May  13  and  14,  respectively. 
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and  a  special  evening  session  with  the 
negotiating  teams  on  May  18  in  Portland 
to  receive  comments  from  the  public  and 
from  various  groups  on  items  identified 
by  public  interest  groups  and  by  other 
individuals  particuiarly  interested  in 
BPA's  1981  contract  negotiation  process. 
BPA  officials  attended  the  meetings  to 
receive  advice  and  to  accept  comments. 
Comments  received  at  the  meetings 
have  been  treated  similarly  to  comments 
received  in  the  contract  negotiation 
process.  They  were  distributed  to 
parties,  participants,  and  groups  and 
individuals  at  or  interested  in  the 
contract  negotiation  process.  Such 
comments  have  been  available  for  the 
use  of  the  negotiating  parties  in  drafting 
prototype  contracts.  Written  comments 
from  those  unable  to  attend  the 
meetings  or  from  those  who  wish  to 
augment  their  remarks  have  also  been 
received. 

Draft  prototype  contracts  are  now 
available  for  a  30-day  public  review  and 
comment  period.  Elements  of  the  draft 
prototype  contracts  and  General 
Contra^  Provisions  are  discussed 
below.  BPA  has  also  prepared  a  report 
on  the  enviroiunental  considerations 
that  are  associated  with  the  issues  and 
alternatives  that  have  been  identified 
during  the  contract  negotiations.  The 
report  is  also  available  for  review  and 
comment 

BPA  has  scheduled  public  meetings  to 
receive  oral  comments  on  the  draft 
prototype  contracts  and  the 
environmental  report  The  meetings  will 
be  held  on  June  23, 1981,  in  Seattle. 
Washington;  on  June  24, 1981,  in 
Spokane,  Washington,  and  Portland, 
Oregon:  and  on  June  25, 1981,  in  Boise, 
Idaho.  Written  comments  will  also  be 
accepted  and  should  be  sent  to  the 
Public  Involvement  Coordinator. 

The  comments  and  materials  that 
result  from  the  public  review  process 
will  be  made  available  to  the  contract 
negotiation  parties.  In  August,  BPA 
plans  to  publish  an  evaluation  of 
comments  received  at  both  the  May  and 
June  hearings  and  in  written  material. 

The  prototype  contracts  will  be 
individualized  to  take  into  account  the 
individual  systemrs  of  BPA's  utility 
customers,  and  BPA  will  offer  contracts 
by  September  8, 1981. 

I.  Discussion  of  Contract  Elements— 
Prototype  Power  Sales  Agreement 

BPA  intends  to  offer  contracts 
consistent  with  the  prototype  firm  power 
sales  contract  which  is  developed 
through  the  negotiating  and  evaluation 
of  public  comment  in  response  to  this 
and  earlier  notices.  The  contract  will  be 
offered  to  public  bodies  cooperatives. 
Federal  agencies  and  investor-owned 


utilities  for  all  of  the  wholesale  firm 
power  sales  required  under  the  Regional 
Act.  This  prototype  power  sales  contract 
will  be  applicable  for  sales  both  to 
utilities  with  generating  resources  and 
those  without  Positions  differing  from 
those  of  BPA  are  included  where 
indicated.  The  Public  Power  Council 
(PPG)  represented  the  interests  of 
preference  customers  and  the  Inter 
Company  Pool  (ICP)  represented 
member  investor-owned  utilities. 

A.  Termination  of  Contract.  Existing 
firm  power  sales  contracts  of  utilities 
which  execute  this  contract  will  be 
terminated  and  replaced  by  this 
contract  Existing  contracts  for  the  sale 
of  firm  capacity  only,  such  as  those  held 
by  investor-owned  utilities,  may  be 
terminated  at  the  election  of  those 
parties. 

B.  Term  of  ContracL  All  contracts  will 
be  effective  on  the  date  of  execution  and 
will  terminate  approximately  20  years 
later  on  June  30.  2001.  BPA  has  proposed 
the  20-year  term  for  these  power  sales 
contracts,  as  it  has  historically,  based 
on  the  longest  term  permitted  under  the 
Bonneville  Project  Act  of  1937.  This 
affords  BPA  the  greatest  opportunity  to 
engage  in  prudent  long-term  planning. 
Some  pubUc  comment  has  suggested 
that  the  20-year  term  could  delay 
implementation  of  alternative  power 
sales  policies. 

C.  Definition.  All  terms  which  require 
specific  definitions  for  use  in  the 
contract  are  listed  in  alphabetical  order. 

D.  Exhibits.  Ifre  contract  incorporates 
by  reference  BPA’s  Wholesale  Rate 
Schedules  and  General  Rate  Schedule 
Provisions,  BPA’s  General  Gontract 
Provisions,  outlined  below,  a  statement 
of  customer  service  objectives  setting 
criteria  relating  to  facilities,  and  several 
other  exhibits  showing  information 
necessary  to  many  of  the  following 
contract  sections. 

E.  Service  to  Load.  BPA  reserves  the 
right  to  fulfill  its  obligation  to  serve  a 
utility's  load  by  acquiring  conservation 
measures  or  other  resources  cmd  the 
utility  agrees  to  cooperate  and  facilitate 
such  effort 

F.  Interpretation  of  Fish  and  Wildlife 
Responsibilities.  Under  this  section,  ffie 
parties  acknowledge  that  BPA  is 
obligated  under  Public  Law  96-501  to 
implement  measures  to  protect  mitigate, 
and  enhance  fish  and  wildlife  while 
assuring  the  Pacific  Northwest  an 
adequate,  efficient  economical,  and 
reliable  power  supply.  The  parties  also 
agree  that  this  contract  shall  not  prevent 
the  Purchaser’s  performance  of  its  legal 
obligations  established  in  any  project 
license  or  order  of  the  Feder^  Energy 
Regulatory  Commission  (FERC),  or 
prevent  or  impair  the  implementation  by 


BPA  of  measures  under  section  4  and  . 
section  6  of  Public  Law  96-501  to 
protect  mitigate,  and  enhance  fish  and 
wildlife.  It  should  be  noted  regarding 
fish  and  wildlife  provisions  in  the 
contract  that  in  the  allocation  section. 
BPA  has  stated  that  the  firm  capability 
of  the  Federal  Columbia  River 
hydroelectric  projects  is  their  ability  to 
generate  firm  power  within  the 
constraints  placed  by  fish  and  wildlife 
operations  as  well  as  other  authorized 
uses  of  the  river,  and  that  the  firm 
capability  of  utility  hydroelectric 
resources  may  be  reduced  to  meet  such 
utility’s  fish  and  wildlife  obligations. 

G.  Allocation  Provisions  in  the  Event 
of  Planning  Insufficiency.  The  allocation 
provisions  provide  that  BPA  may  limit 
its  obligations  to  supply  firm  power  to 
utilities’  loads  if  BPA  is  unable  to 
acquire  on  a  planning  basis  sufficient 
resources  to  supply  such  loads.  This 
limitation  is  accomplished  by  BPA 
issuing  a  notice  of  restriction  to  a  utility 
and  other  members  of  its  class  of 
customers.  For  purposes  of  issuing 
notices  of  restriction  under  this  contract, 
BPA’s  customers  are  divided  into  three 
classes:  (1)  public  body  and  cooperative; 
(2)  Federal  agency;  and  (3)  investor- 
owned  utility.  The  notice  wUl  provide 
that  in  a  future  specified  year  BPA’s 
obligations  to  these  utilities  will  be 
limited  by  allocating  BPA’s  available 
resources  in  that  year  to  such  utilities 
pursuant  to  a  set  of  formulas  contained 
within  em  exhibit  to  this  contract  (see 
summary  below).  Such  formulas  follow 
requirements  established  by  Pub.  L 
96-501  regarding  allocation  of  the 
capability  of  the  Federal  base  system 
and  the  capability  of  resources  acquired 
by  BPA  from  utilities  pursuant  to  I^b.  L 
96-501. 

Public  Law  96-501  places  several 
limitations  on  notices  of  restriction 
which  are  contained  in  the  contract  It 
specifies  that  a  notice  of  restriction 
cannot  be  issued  until  BPA  has  had  a 
reasonable  period  of  ejqierience  under 
Pub.  L  96-501;  that  the  notice  of 
restriction  to  the  public  body  and 
cooperative  class  and  Federal  agency 
class  may  not  be  effective  prior  to  the 
operating  year  that  BPA  estimates  its 
combined  obligations  to  both  classes 
equal  or  exceed  the  firm  capability  of 
the  Federal  base  system  resources;  and 
that  a  notice  of  restriction  may  not  be 
effective  for  reasonable  minimum  period 
of  time  following  the  issuance  of  the 
notice  of  restriction.  BPA  has  specified  a 
reasonable  period  of  experience  of  3V4 
years  before  a  notice  of  restriction  can 
be  given,  a  notice  period  to  restrict  firm 
energy  loads  of  public  body  and 
cooperative  or  Federal  agency 
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customers  of  10  years,  and  a  notice 
period  of  5  years  to  restrict  firm  loads  of 
investor-owned  utilities  and  firm 
peakloads  of  public  body  and 
cooperative  and  Federal  agency 
customers.  The  investor-owned  utilities 
believe  the  reasonable  period  of 
experience  before  the  notice  can  be 
given  should  be  4y2  years  and  the  public 
body  and  cooperative  customers  believe 
their  energy  restriction  notice  should  be 
11  years. 

The  contract  sets  up  a  procedure  for 
determining  monthy  allocations  of 
capacity  and  energy  during  an  operating 
year  when  a  notice  of  restriction  is  in 
effect.  Such  procedure  provides  that 
BPA  shall  establish  an  estimated 
allocation  by  January  1  prior  to  such 
operating  year.  The  estimated  allocation 
shall  be  effective  during  that  operating 
year  until  a  Hnal  allocation  is 
established  after  August  15,  when  the 
extent  of  refill  of  the  region’s  reservoirs 
has  been  determined  and  the 
capabilities  of  the  region’s  resources  can 
be  established  for  that  operating  year. 

The  contract  provides  a  description  of 
the  Federal  base  system  resources  for 
the  purpose  of  defining  the  firm 
capability  of  such  resources  and 
determining  the  amount  of  capability 
which  will  be  allocated  from  such 
resources  in  the  event  of  insufficiency. 
BPA  has  proposed  that  the  resources  for 
which  such  firm  capability  will  be 
calculated  are  the  Federal  Columbia 
River  Power  System  Hydroelectric 
Projects  and  the  capability  acquired 
under  long-term  contracts  in  force  on  the 
effective  date  of  Pub.  L.  96-501.  The 
long-term  contracts  include  Hanford, 
Washington  Nuclear  Project  (WNP)-1, 
WNP-2,  70  percent  of  WNP-3,  30 
percent  of  Trojan,  capacity-energy 
exchange  contracts  with  both  Pacific 
Northwest  and  Pacific  Southwest 
utilities,  and  the  Goodnoe  Hills  wind 
turbines.  BPA’s  intends  to  acquire 
resources  to  replace  reductions  in  the 
capability  of  Federal  hydroelectric 
projects  in  the  event  of  the  loss  of  the 
entire  capability  of  a  project  or 
reductions  in  the  sum  of  the  capabilities 
specified  for  the  contractual  resources. 
BPA’s  proposal  provides  that  the  firm 
capability  of  the  Federal  base  system  is 
a  ratcheted  amount  which  will  increase 
to  the  full  capability  of  the  hydroelectric 
projects  and  the  contractual  resources 
acquired  by  BPA  prior  to  the  Regional 
Act  and  would  be  reduced  thereafter 
only  for  reduction  in  the  capability  of 
the  hydroelectric  projects  due  to  other 
authorized  uses  of  the  river.  The  PPG 
proposal  would  limit  the  capability  of 
the  Federal  base  system  resources  to  the 
actual  output  of  contractual  resources 


acquired  under  long-term  contracts,  limit 
the  replacement  of  resources  in  the 
Federal  base  system  to  resources 
acquired  under  long-term  purchase 
contracts  under  section  6  of  Pub.  L.  96- 
601  and  require  approval  of  at  least  two- 
thirds  of  the  public  body  and 
cooperative  customers  before  BPA  could 
acquire  any  replacement  resources  for 
the  Federal  base  system. 

TTie  contract  provides  that  the  firm 
capability  of  the  Federal  base  system 
resomces  be  determined  by  such 
resources’  contribution  to  BPA’s  Firm 
Load  Carrying  Capability,  while 
reflecting  constraints  on  use  of  the 
rivers  due  to  other  authorized  uses. 

The  firm  capability  of  the  resources 
acquired  by  BPA  under  Pub.  L.  96-501 
will  be  determined  in  the  same  manner 
as  Federal  base  system  resources  using 
the  estimated  peak  and  energy 
capability  of  such  resources  specified  in 
the  resource  purchase  agreements.  BPA 
may  rerate  the  peak  and  energy 
capability  of  any  resource  based  on  the 
actual  performance  of  such  resource  by 
giving  10  years’  notice  to  the  utility. 

Public  Law  96-501  requires  that 
entitlements  to  power  under  the 
allocation  formulas  which  are  excess  to 
any  particular  customer’s  power 
requirements  in  any  year  first  be  used  to 
increase  the  allocations  of  other  utilities 
in  that  class.  BPA  will  first  use  that 
power  to  meet  its  obligations  to  supply 
to  the  public  body  and  cooperative  class 
and  to  the  Federal  Agency  class  an 
amount  of  power  equal  to  the  amount 
actually  supplied  by  BPA  in  the  year 
preceding  insufficiency. 

BPA  has  proposed  that  the  remaining 
amounts  of  power  for  the  public  body 
and  cooperative  class  and  the  Federal 
agency  class  and  the  amounts  for  the 
investor-owned  utility  class  then  be 
allocated  in  an  ordinal  manner  to 
customers  in  each  class.  Such  ordinal 
ranking  is  based  upon  the  amount  of 
resources  provided  by  such  customer  to 
BPA  under  Pub.  L  96-501,  divided  either 
by  a  utility’s  load  growth  after  the 
effective  date  of  the  Regional  Act,  or  by 
such  load  growth  and  deficits  in 
resources  prior  to  the  effective  date  for 
investor-owned  utilities.  BPA  would 
then  allocate  amounts  of  intraclass 
excess  entitlements  to  meet  the  full 
requirements  of  the  customers  in  each 
class  beginning  with  the  highest  ranked 
until  the  entire  amounts  of  intraclass 
excess  entitlements  are  allocated.  The 
PPG  and  ICP  have  proposed  that  an 
ordinal  ranking  be  established  but  that 
allocations  of  intraclass  excess 
entitlements  to  the  investor-owned 
utility  class  be  made  on  a  pro  rate  basis 
'  based  on  scuh  ordinal  ranking  instead  of 
an  all-or-nothing  basis. 


BPA  has  also  proposed  that  a 
customer’s  allocation  of  intraclass 
excess  entitlements  be  reduced  by  the 
amount  of  firm  power  necessary  to 
served  the  amount  of  the  Purchaser’s 
firm  load  which  would  have  been 
reduced  by  cost-effective  BPA 
conservation  programs  or  equivalent 
customer  programs  which  the  utility 
declined  to  implement.  Tlie  PPG  has 
opposed  any  reduction  for  failure  to 
implement  conservation  programs. 

BPA  has  proposed  that  additional 
amoimts  of  intraclass  excess 
entitlements  which  are  excess  to  the 
needs  of  a  class  or  amounts  of  firm 
power  available  fix)m  resources  not 
subject  to  the  allocation  requirements  of 
Pub.  L.  96-501  be  allocated  by  methods 
determined  by  BPA.  Investor-oyvned 
utilities  have  proposed  that  such 
allocations  be  made  pro  rata  to  all 
customers  who  have  deficiency 
remaining  after  receiving  their  allocation 
under  these  allocation  formulas.  The 
investor-owned  utilities  have  also 
proposed  that  customers  which  have 
signed  the  residential  purchase/sale 
contract  pursuant  to  section  5(c]  of  Pub. 
L.  96-601  be  allowed  to  request  a 
requirements  contract  during  a  period  of 
insufficiency  in  order  to  obtain  a  share 
of  its  class’  intraclass  excess 
entitlement. 

Several  matters  remain  unresolved  in 
the  determination  of  variables  for  the 
allocation  formula.  One  issue  is  which 
resources  of  public  body  and 
cooperative  and  Federal  agency 
customers  will  be  considered  in  making 
a  pro  rata  allocation  of.the  Federal  base 
system.  Another  regards  the  Montana 
reservation  pursuant  to  Pub.  L  85-428. 
Preference  customers  in  the  State  of 
Montana  hold  that  Pub.  L  85-428  gives 
them  preference  as  to  the  power 
reserved  for  the  State  of  Montana,  as 
opposed  to  giving  them  a  right  to 
purchase  amounts  of  power  equal  to  the 
power  to  which  the  reservation  applies. 
A  final  matter  regards  the  resources  to 
be  used  in  determining  the  ordinal 
ranking.  BPA  has  proposed  that  such 
resources  be  the  resources  acquired  by 
BPA  from  or  on  behalf  of  a  utility  while 
the  public  bodies  and  cooperatives  and 
the  investor-owned  utilities  believe  that 
such  resources  should  included 
resources  dedicated  to  serve  the 
purchaser’s  firm  load  under  section  5(b) 
of  the  Regional  Act  as  well  as  resources 
sold  by  a  utility  to  BPA. 

H.  Determination  of  New  Large  Single 
Loads.  The  Administrator  determines 
whether  load  has  been  committed  to  or 
contracted  for  by  September  1, 1979.  In 
accordance  with  the  Regional  Act,  the 
BPA  Administrator  shall  make  that 
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determination  on  a  case-by-case  basis, 
with  the  burden  of  proof  on  the 
Purchaser  to  show  why  a  facility  should 
not  be  classified  as  a  New  Large  Single 
Load. 

BPA  and  the  Purchaser  will  jointly 
determine,  using  a  list  of  nonexclusive 
criteria,  what  constitutes  a  facility. 
Discussion  continues  on  whether 
interpretive  rulemaking  or  arbitration  is 
the  appropriate  method  for  dispute 
resolution,  should  BPA  and  the 
Purchaser  be  unable  to  reach  agreement 
on  what  constitutes  a  facility.  BPA 
favors  interpretive  rulemaking  over 
arbitration  for  this  determination. 

All  parties  concur  that  an  increase  in 
load  will  be  a  New  Large  Single  Load  if 
the  energy  consumption  of  the 
Consumer's  load  associated  with  a 
facility  during  the  immediately  past  12- 
month  period  exceeds  by  10  average 
megawatts  or  more  the  Consumer’s 
energy  consumption  for  such  facility  for 
the  consecutive  12-month  period  1  year 
earlier,  or  the  amount  of  the  contracted 
for,  or  committed  to,  load  as  of 
September  1, 1979,  whichever  is  greater. 

'The  ICP  wants  the  contract  to  state 
that  any  shift  of  an  existing  load  over  10 
average  megawatts  between  utilities 
will  be  classiBed  as  a  New  Large  Single 
Load.  Although  BPA  agrees  with  the 
conclusion,  it  wants  to  avoid  terms  in  a 
power  sales  contract  that  makes 
commitment  with  one  class  of  customer 
restricting  how  BPA  might  serve  another 
class  of  customer. 

The  New  Large  Single  Load  section 
places  a  reporting  requirement  on  a 
Purchaser  to  make  a  reasonable  effort  to 
identify  New  Large  Single  Loads  as  soon 
as  there  is  an  ad^tion  of  equipment, 
transformation  capacity,  or  change  in 
operation  which  likely  will  result  in  an 
increase  of  10  average  megawatts  in  a 
consumer’s  facility  in  a  12-month  period. 

BPA  and  the  Purchaser  may  agree 
from  the  outset  that  an  increase  in  load 
associated  with  a  facility  is  a  New  Large 
Single  Load.  When  it  cannot  be  initially 
determined  that  an  increase  in  load  wUl 
eventually  become  a  New  Large  Single 
Load,  BPA  has  given  the  Purchaser  &e 
option  of  backbilling  or  rebating.  Under 
backbilling  the  Purchaser  is  initially 
billed  at  the  lower  Priority  Firm  Power 
Rate.  If  the  load  eventually  become  a 
New  Large  Single  Load.  BPA  then  will 
backbill  the  Purchaser  for  the  difference 
between  the  initially  charge  Priortiy 
Firm  Power  rate  and  the  higher  New 
Resource  Firm  Power  Rate  with  interest 
at  BPA’s  prevailing  rate  ffom  the  date 
the  increase  in  load  becomes  a  New 
Large  Single  Load.  If  the  load  never 
becomes  a  New  Large  Single  Load  it 
then  continues  to  be  billed  at  the  lower 
rate.  Under  rebating.  BPA  charges  the 


Purchaser  the  higher  New  Resource  Firm 
Power  Rate  from  the  date  of  commercial 
operation  of  the  increase  in  load.  If  the 
load  eventually  becomes  a  New  Large 
Single  Load,  BPA  continues  to  charge 
the  higher  rate.  If  the  load  never 
becomes  a  New  Large  Single  Load,  the 
difference  between  the  hi^er  and  lower 
rates  is  rebated  to  the  Purchaser  with 
interest  at  BPA’s  prevailing  rate. 

The  PPG  proposed  a  different 
approach.  It  prefers  setting  up  an  energy 
monitoring  plan.  Under  this  plan,  the 
Purchaser  reports  the  Consumer’s  actual 
energy  consumption  to  BPA  each  month. 
When  it  appears  the  Consumer’s 
increase  in  load  will  becomed  a  New 
Large  Single  Load  within  the  12-month 
monitoring  period.  BPA  then  becomes 
responsible  for  making  the 
determination  of  when  to  start  charging 
the  load  as  a  New  Large  Single  Load. 
Under  the  PPC  plan  the  load  either 
becomes  a  New  Large  Single  Load  and 
is  billed  as  such  from  the  time  BPA 
makes  the  determination,  or  it  does  not 
become  a  New  Large  Single  Load  and 
PBA  rebates  to  the  Purchaser  the 
difference  between  the  New  Resource 
Firm  Power  Rate  and  the  Priority  Firm 
Power  Rate  frnm  the  date  the  Purchaser 
was  initially  billed  at  the  new  Resource 
Firm  Power  Rate  for  the  New  Large 
Single  Load. 

Once  a  load  associate  with  a  facility 
becomes  a  New  Large  Single  Load,  that 
increase  amd  all  future  increases  to  the 
load  are  classified  as  a  New  Large 
Single  Load  and  is  charged  the  higher 
New  Resource  Firm  Power  Rate.  Any 
reductions  to  Consumer’s  load  are  on  a 
last-on,  first-off  basis,  which  means 
once  a  load  becomes  a  New  Large' 
Single  Load  any  reductions  in  load  first 
affects  those  portions  of  the  load 
charged  at  the  New  Resource  Firm 
Power  Rate.  In  order  to  be  reclassifed  as 
no  longer  a  New  Large  Single  Load  by 
BPA,  a  Consumer  must  physically  and 
permanently  remove  all  equipment 
which  had  originally  impose  the  New 
Large  Single  I^ad  on  the  Consumer’s 
facility. 

BPA  and  the  utilities  are  in  agreement 
that,  should  a  Purchaser  fail  to  report  a 
New  Large  Single  Load  of  which  it  had 
or  reasonably  should  have  had 
knowledge,  ^at  Purchaser  will  be:  (1) 
backbilled  at  the  higher  New  Resource 
Firm  Power  Rate;  (2)  charged  interest  at 
BPA’s  prevailing  rate;  and  (3)  assessed  a 
late  payment  charge.  In  addition,  BPA 
has  reserved  its  legal  rights  to  pursue 
other  remedies. 

1.  Limitation  on  Increase  of  Loads. 
Consistent  with  similar  terms  in 
previous  power  sales  contracts.  BPA  has 
proposed  that  it  not  be  obligated  to 
serve  loads  that  will  result  in  an 


increase  greater  than  a  certain  amount 
until  BPA  determines  it  can  serve  that 
Load  while  fulfilling  its  other  firm  power 
obligations,  or  imtil  the  end  of  a 
specified  notice  period.  Customers 
oppose  the  inclusion  of  this  limitatioiL 

J.  Planning  and  Operating 
Information.  'This  section  provides  that 
parties  will  cooperate  with  each  other  in 
the  exchange  of  planning  and  operating 
information.  The  parties  agree  to 
provide  such  information,  subject  to 
reimbursement  of  reasonable  expenses 
necessarily  incurred,  or  provide  access 
to  sources  fit)m  which  the  information 
can  be  obtained.  Such  information  will 
be  used  to  develop  generation, 
transmission,  and  distribution  plans  and 
further  the  concept  of  one  utilify 
planning  in  the  region. 

K.  Compensation  in  the  Event  of 
Regional  Curtailment  If  BPA  has  a 
load-resource  deficiency  and  if  a 
curtailment  program  is  put  into  effect  by 
voluntary  appeals  or  mandatory  action 
by  governmental  authority  in  the 
Pm^aser’s  service  area,  BPA  wiU  pay 
direct  compensation  for  the  resulting 
saved  power  to  the  Purchasers  whose 
revenue  bases  are  thereby  reduced. 
Compensation  will  be  at  a  rate  equal  to 
the  (hfference  between  the  Purchaser’s 
average  retail  rate  and  BPA’s  wholesale 
rate. 

L.  Purchaser’s  Firm  Resources.  Every 
yetn  the  Purchaser  will  submit  a  Firm 
Resource  Exhibit  showing  its  resources 
which  are  described  by  section 
5(b)(l)(A]  and  (B)  of  the  Regional  Act  for 
ea(^  of  the  following  10  Operating 
Years.  Each  year’s  submittal  will  show 
new  information  for  the  tenth  year,  but 
will  only  show  those  changes  in  the 
resoiu*ces  declared  for  the  first  0 
Operating  Years  as  are  specifically 
permitted  by  this  section.  The  Firm 
Resource  E^bit  is  considered  fixed, 
except  for  these  specified 
circumstances,  b^use  the  amount  that 
the  Purchaser  is  entitled  to  purchase 
fit)m  BPA  is  dependent  in  part  on  the 
contents  of  the  Firm  Resoiutx  Exhibit. 
Additions  of  resources  will  reduce  the 
computed  requirements  purchase; 
removals  will  increase  it  All  the 
following  provisions  on  changes  of  Firm 
Resources  reflect  BPA’s  practical  need 
for  advance  notice  of  its  obligations, 
leaving  enough  tinft  to  engage  in 
realistic  resource  planning  and 
acquisition.  The  changes  fiiat  will  be 
permitted  are  as  follows: 

1.  Any  Firm  Resource  may  be  added 
in  any  Operating  Year  if  it  is  in 
acco^ance  with  BPA’s  published, 
resource-specific  annual  program 
implementing  the  plan  of  the  Regional 
Council  and  the  Regional  Act 
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2.  Any  Firm  Resource  may  be  added 
for  any  Operating  Year  if  BPA  can 
dispose  of  any  resulting  surplus  to  BPA’s 
resources  without  sustaining  an  adverse 
economic  effect. 

3.  Any  Firm  Resource  may  be  added  if 
it  has  a  planned  capability  for  the 
generating  facility  of  50  average 
megawatts  or  less,  provided  that  the 
Purchaser  must  give  BPA  2  years’  notice 
of  the  new  resource.  A  shorter  notice 
period  has  been  proposed  by  preference 
customers  and  investor-owned  utilities 
and  is  being  considered. 

4.  Any  Firm  Resource  in  regard  to 
which  the  Purchaser  had  previously 
granted  to  BPA  a  written  option  to 
purchase  may  be  added  within  2  years 
after  the  Purchaser  withdraws  its  offer 
pursuant  to  this  option  or  BPA  declines 
for  any  reason  to  exercise  that  option. 
The  addition  to  the  exhibit  shall  be  only 
up  to  the  amounts  covered  by  the  option 
agreement. 

5.  Any  Firm  Resource  may  be  added  if 
and  to  ^e  extent  BPA-determines  that  it 
has  a  Brm  load-resource  deficiency  for 
the  first  Operating  Year  that  the 
Purchaser  proposes  to  add  another  Firm 
Resource.  In  the  event  of  many  requests 
for  addition.  BPA  will  give  priority  to 
those  from  which  written  notice  of 
addition  was  first  received. 

6.  Any  Firm  Resource  may  be 
removed  for  the  tenth  Operating  Year  of 
the  exhibit  if  the  Purchaser  discontinues 
use  of  the  resource  due  to  obsolescence, 
retirement,  loss  of  resource,  or  loss  of 
contract  rights,  but  may  be  removed 
earlier  than  the  tenth  year  if  BPA  has 
been  able  to  acquire  resources  to  meet 
the  resulting  addition  load.  Preference 
customers  and  investor-owned  utilities 
hold  the  position  that  Pub.  L  96-501 
gives  BPA  no  right  to  require  10  years’ 
notice.  Both  groups  believe  that  they 
should  be  able  to  immediately  revise 
their  Firm  Resources,  and  therefore 
increase  their  BPA  purchase,  in  the 
event  of  an  unanticipated  loss  or  factors 
beyond  the  Purchaser's  control.  BPA’s 
position  is  that  Pub.  L  96-501  does  not 
change  the  principle  that  the  resource 
owner  has  control  over  its  operation  and 
maintenance  and  should  bear  that  risk. 

7.  Any  Firm  resource  may  be  removed 
to  the  extent  that  BPA  determines  it  has 
a  firm  load-resource  surplus  in  the  first 
Operating  Year  that  the  Purchaser 
proposes  to  remove  sucli  resource.  In  the 
event  of  multiple  requests  to  remove 
Firm  Resources,  BPA  will  give  priority  in 
the  order  that  written  notice  of  removal 
was  first  received.  For  BPA 
determinations  of  load-resource  surplus 
or  deficit  for  this  section  and  (5)  above, 
investor-owned  utilities  have  proposed 
that  BPA  make  these  determinations  for 
10  future  Operating  Years  beginning 


after  execution  of  this  agreement.  They 
also  proposed  a  methodology  specifying 
the  t^es  of  purchases  and  resrves  that 
should  go  into  the  determination,  and 
specifying  that  three-quarters  of  the  DSI 
load  be  included. 

8.  Any  Firm  Resource  may  be 
removed  for  any  Operating  Year  or 
Years  to  the  extent  that  an  equivalent 
resource  is  added  for  the  same  periods  if 
the  resource  to  be  added  was  not 
plaimed  as  of  the  date  of  enactment  of 
the  Regional  Act  to  meet  firm  load  in  the 
region,  or  has  been  offered  for  sale  to 
BPA  and  declined.  This  is  to  assiire  that 
the  sum  of  all  resources  which  were 
intended  under  the  Regional  Act  to  be 
used  to  serve  firm  loads  will  not  be 
decreased. 

9.  Firm  Resources  may  be  added  or 
removed  to  the  extent  that 
corresponding  additions  or  removals  are 
made  in  the  Firm  Resource  Exhibits  of 
other  BPA  Purchasers  so  that  BPA’s 
total  firm  obligation  to  supply  power  is 
not  changed. 

10.  Any  Firm  Resource  may  be 
removed  for  any  Operating  Year  if  BPA 
acquires  that  resource  from  the 
Purchaser,  or  may  be  added  for  any 
Operating  Year  if  the  resource  was 
recovered  firam  BPA  by  the  Purchaser 
for  use  in  its  load. 

11.  Any  Firm  Resource  may  be 
removed  or  added  for  any  Operating 
Year  if  and  to  the  extent  that  the 
Purchaser  gains  or  loses  that  Firm 
Resource  as  the  result  of  a  withdrawal 
pursuant  to  contracts  in  existence  on  the 
date  of  enactment  of  the  Regional  Act 
which  have  notice  periods  of  less  than 
10  years.  For  these  cases,  the  addition  to 
or  removal  firom  the  Firm  Resource 
Exhibit  must  be  made  with  the  same 
notice  as  provided  for  in  those 
contracts. 

12.  Any  Firm  Resource  may  be  added 
or  removed  for  any  Operating  Year  with 
BPA’s  prior  written  consent. 

M..  Designation  of  Computed 
Requirements  Customers.  This  section 
sets  out  the  criteria  by  which  a 
Purchaser  will  be  designated  to 
purchase  either  on  a  computed 
requirements  basis  or  a  metered 
requirements  basis.  Each  type  of 
Purchaser  will  be  subject  to  those 
sections  of  the  contract  that  specifically 
refer  to  them,  and  to  those  provisions  in 
the  rate  schedules  which  distinguish 
between  computed  requirements 
customers  and  others.  Under  the  basic 
principles  of  computed  requirements,  the 
purchasing  utilities  operate  with  BPA  as 
though  all  parties  constituted  a  single 
utility.  Computed  requirements 
customers  must  operate  their  own 
resources  and  plan  the  amounts  they  ' 
purchase  from  BPA  prudently  and 


according  to  the  terms  of  this  Contract 
or  incur  charges  in  excess  of  the 
wholesale  firm  power  rates  in  the  event 
of  overrun. 

The  Purchaser  will  be  designated  as  a 
computed  requirements  customer  if  it 
either  (1)  operates  automatic  generation 
control  equipment  and  schedules  power 
with  BPA,  or  (2)  does  not  operate 
automatic  generation  control  equipment 
but  has  the  ability  to  sell  power  from  its 
resources  or  to  operate  its  resources  in  a 
manner  as  to  cause  losses  of  power  or 
revenue  to  BPA.  If  the  Purchaser  does 
not  have  automatic  generation  control 
equipment,  it  will  be  designated  as  a 
computed  requirements  customer  only  if 
it  has  Firm  Resources  which  are  in 
excess  of  a  specified  minimum 
capability.  This  minimum  capability 
level  has  not  been  determined.  Some 
preference  customers  with  a  small 
proportion  of  resources  in  relation  to 
their  loads  and  without  automatic 
generation  control  equipment  hold  that 
they  should  not  be  subject  to  the  rate 
provisions  providing  for  a  minimum 
billing  demand  equal  to  60  percent  of  the 
highest  such  demand  for  the  past  11 
months  (“ratchet”).  They  believe  that 
this  ratchet  was  intended  to  protect  BPA 
against  large  periodic  reductions  in 
sales  caused  by  utilities  who  own  6ind 
control  a  large  proportion  of  resources 
compared  to  their  loads.  BPA’s  position 
is  that  the  rates  will  be  applied 
uniformly.  BPA  will  review  the  Firm 
Resource  Exhibit  submitted  by  all 
Purchasers  for  every  year  to  determine  if 
a  change  in  designation  is  appropriate, 
and  will  give  Avritten  notice  thereof  to 
the  Purchaser. 

N.  Metered  Requirements  Sale  of 
Power  and  Amounts  Sold.  This  section 
provides  for  BPA  to  make  available  and 
a  utility  to  purchase  from  BPA  its 
metered  requirements  for  firm  power  for 
service  to  consumers  in  its  service  area. 
The  section  establishes  a  planning 
obligation  on  BPA  to  meet  the  firm  load 
of  customers  being  billed  on  their 
meters. 

The  section  requires  the  Purchaser  to 
use  the  entire  output  of  its  firm 
resources,  if  it  has  any,  to  serve  its  firm 
loads  and  specifies  services  that  BPA 
agrees  to  provide  to  assist  such  utility  in 
using  such  output  to  serve  its  firm  loads. 
While  the  contract  does  not  require  the 
utility  to  purchase  services  from  BPA, 
BPA  reserves  the  right  to  establish  a 
standard  charge  to  recover  the  costs  of 
planned  outage  reserves,  forced  outage 
reserves,  spinning  reserves,  and 
generation  frequency  control  for  utility 
resources  where  BPA  is  providing  the 
services.  BPA  has  also  agreed  to  provide 
services  at  standard  charges  (1)  to 
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insure  that  the  entire  output  of  a  utility’s 
resources  is  shaped  under  its  Arm  load 
for  all  operating  hours  during  the  year, 
or  (2)  the  services  necessary  to  establish 
a  firm  planning  capability  for  a  utility’s 
resources,  including  a  credit  to  such 
utility  to  compensate  it  for  the  output  of 
such  resources  in  excess  of  its  firm  load. 

The  section  also  provides  that 
utilities,  at  BPA’s  request,  operate  their 
resources  or  arrange  to  receive  power 
available  to  them  imder  contracts  in 
such  a  manner  as  to  assist  BPA  in 
meeting  its  total  loads.  BPA  has  agreed 
to  compensate  the  purchaser  for  any 
additional  costs  which  are  inciured  due 
to  the  requested  operation  by  BPA. 

O.  Metered  Requirements  Payment 
for  Power  Sold.  This  section  provides 
that  a  utility  pay  BPA  for  firm  power 
delivered  under  the  previous  section 
pursuant  to  the  appropriate  wholesale 
power  rate  schedule  and  billing 
provisions  in  the  General  Contract 
Provision  Exhibit  Such  billing 
provisions  have  been  added  to  the 
General  Contract  Provisions  during 
negotiation  of  this  contract  and  will 
later  be  removed  from  the  General  Rate 
schedule  provisions.  The  section  also 
provides  that  BPA  pay  the  reimbiuable 
costs  for  resources  operated  by  the 
customer  at  BPA’s  request  and  for 
compensation  payments  to  a  utility  in 
the  event  of  regional  curtailment  ’The 
PPG  has  proposed  that  the  contract 
specify  a  low  system  density  discount 
and  a  standard  for  applying  the  discount 
which  would  be  fixed  for  the  term  of  the 
contract. 

P.  Determination  of  Computed 
Requirements  Purchaser’s  Assured 
Capability.  This  section  controls  the 
method  for  calculating  the  Purchaser’s 
Assured  Capability  of  its  Firm 
Resources  for  purposes  of  determining 
the  amount  of  power  it  will  be  entitled 
to  purchase  from  BPA  on  a  computed 
requirements  basis.  Wherever  possible, 
this  section  is  consistent  with 
procedures  and  precedents  established 
in  connection  with  the  Pacific  Northwest 
Coordination  Agreement,  to  which  BPA 
and  many  Pacific  Northwest  utilities  are 
parties.  For  example.  Assured 
Capability  of  all  hydroelectric  resources 
will  be  based  on  the  assumption  of 
occurrence  of  critical  streamflow 
conditions.  For  all  Purchasers  that  are 
parties  to  the  Pacific  Northwest 
Coordination  Agreement,  the  same 
“critical  period”  will  be  used,  that  is,  an 
historical  period  during  which  recorded 
steamflow  would  result  in  the  least 
energy  distributed  among  months  in 
proportion  to  firm  load. 

This  section  continues  a  longstanding 
BPA  policy  that  computed  requirements 
Purchasers  will  operate  their  own 


resources  so  that  their  purchase  from 
BPA  is  approximately  uniform  from  1 
year  to  the  next  during  the  critical 
period,  allowing  increase  for  annual 
load  growth.  This  specifically  prevents  a 
computed  requirements  purchaser  from 
planning  which  results  in  large  Assured 
Capabilities  for  the  first  part  of  the 
critical  period  and  smaller  ones  in  later 
years,  thereby  potentially  increasing  its 
later  demands  on  BPA  and  risking 
regional  power  shortages  for  those  later 
years. 

'Though  the  annual  purchase  firom  BPA 
must  be  approximately  uniform  from  1 
year  to  the  next,  increasing  each  year  by 
the  amount  of  the  Purchaser’s  annual 
load  growth,  the  amoimts  of  the 
purchase  finm  month  to  month  may  be 
either  approximately  uniform  or  may 
increase  or  decrease  to  follow  the 
Purchaser’s  load  shape.  If  BPA  agrees, 
the  Purchaser  may  increase  it  pui^ase 
for  those  periods  for  whch  it  has 
planned  maintenance  of  its  own 
resoui'ces.  This  could  be  plaimed  to 
coincide  with  increased  flows  from 
Federal  resoiuces  for  migratory  fish  to 
prevent  waste  of  the  resulting  energy. 

The  methods  used  to  calculate  the 
Purchaser’s  Assured  Capability  will  be 
the  usual  methods  used  by  BPA  and  its 
Purchasers.  With  respect  to  data  relating 
to  factors  that  afreet  hydroelectric 
capabilities,  BPA  and  the  Purchaser  will 
use  such  data  and  operating  constraints 
as  are  reasonable  and  generally 
accepted.  Operating  constraints  will 
include  operations  to  achieve 
environmental  and  fish  and  wildlife 
objectives  and  requirements.  BPA  may 
verify  the  capabilities  of  the  Purchaser’s 
Firm  Resources.  The  Purchaser  must 
provide  firm  transmission  capacity  that 
is  sufficient  to  transmit  the  peak 
capability  of  each  of  its  Firm  Resources 
to  its  firm  loads.  Investor-owned  utilities 
oppose  the  inclusion  of  this  provision  in 
a,  power  sales  contract. 

Q.  Purchaser’s  Computed 
Requirements  and  Amount  of  Power 
Sold.  The  computed  requirements  sales 
arrangement  provides  Aat  BPA  will  sell 
to  the  Purchaser  an  amount  of  firm 
power  equal  to  the  difrerence  between 
the  Purchaser’s  firm  loads  and  the 
Assured  Capability  of  its  Firm 
Resources.  A  computed  requirements 
Purchaser  will  buy  this  amount  either 
based  on  a  comparison  of  actual  data 
made  after  every  month,  or  based  on  a 
planned  schedule  for  each  month  of  the 
coming  year,  agreed  upon  by  the  parties 
before  that  year.  For  Purchasers  on  the 
planned  basis,  the  amount  of  firm  power 
sold  will  be  the  difrerence  between  the 
Purchaser’s  estimated  firm  loads,  as 


approved  by  BPA  and  its  Assured 
Capabilities  for  each  month  that  year. 

Investor-owned  utilities  proposed  a 
variety  of  planned  computed 
requirements  in  which  the  Purchaser 
would  plan  its  BPA  purchases  for  the 
next  10  years.  These  purchases  would 
be  less  than  100  percent  of  the 
difference  between  the  Purchaser’s  firm 
loads  and  the  Assured  Capability  of  its 
Firm  Resources  and  would  be 
supplemented  by  firm  power  purchases 
that  become  av^able  on  short  notice. 
The  concept  of  a  sales  arrangement  for 
less  than  the  full  net  requirements  of  the 
Purchaser  is  novel  BPA  has  neither 
accepted  nor  rejected  this  proposal.  As 
long  as  the  Purchaser  made  up  the 
difrerence  with  firm  purchases  rather 
than  secondary  energy,  the  region  would 
have  firm  resources  sufficient  for  its 
loads,  based  on  critical  streamflow. 

For  all  purchases  other  than  planned 
or  contracted,  the  amount  of  power  sold 
will  be  determined  after  the  end  of 
every  month  by  comparing  actual 
generation  of  the  Purchaser’s  Finn 
Resources,  actual  loads,  amounts  of 
power  delivered  by  BPA  and  by  making 
certain  adjustment  specifically  allowed 
for  in  this  section  and  in  the  Payment 
section.  If  the  comparison  of  actual  data 
for  the  previous  month  indicated  that 
the  Purdiaser  had  taken  more  power 
from  BPA  than  the  computed 
requirements  formula  allowed,  the 
Purchaser  may  make  an  adjustment  to 
the  amount  of  its  assured  energy 
capability  for  that  month  which  will  be 
reconciled  by  corresponding  changes  for 
later  months.  A  record  of  such 
adjustments  will  be  kept  in  an  account 
called  “Flexibility  Account.”  This 
concept  corresponds  to  a  provision  of 
the  Pacific  Northwest  Coordination 
Agreement  and  is  subject  to  similar 
rules  and  regulations. 

BPA  may  make  advance  arrangements 
to  restrict  a  computed  requirements 
customer  for  as  long  as  6  heavy  load 
hours  of  any  day  to  an  amount  of  power 
not  less  than  its  computed  peak 
requirement.  According  to  the  basic 
computed  requirements  formula,  many 
customers  would  ordinarily  have  a  right 
to  take  a  larger  amount  of  power  than 
this  bare  minimum.  This  has  had  the 
efrect  in  the  past  of  forcing  BPA  to 
maintain  a  greater  amount  of  peak 
capability  available  for  the  region  than 
it  would  have  had  to  maintain  if  it  were 
only  oblige  ted  to  make  the  bare 
minimum  available  on  those  heavy  load 
hours.  BPA’s  proposal  includes  a 
reduction  in  the  customer’s  power  bill  if 
this  restriction  is  invoked. 

If  a  Purchaser  cannot  produce  its 
Assured  Capability,  there  is  a  provision 
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to  allow  the  Purchaser  to  supplement 
that  Assured  Capability  by  means  of  a 
load  curtailment  program.  In  the 
absence  of  this  provision,  the  computed 
requirements  formula  would  result  in  a 
decrease  in  the  amount  of  firm  power 
the  Purchaser  was  entitled  to  receive 
and  the  Purchaser  would  be  in  danger  of 
being  unable  to  serve  its  loads. 

R.  Power  Scheduling.  This  section  and 
the  Power  Scheduling  Procedures 
Exhibit  sets  out  procedures  governing 
the  manner  in  which  the  Purchaser 
requests  its  hour-by-hour  deliveries  of 
power  from  BPA.  The  Power  Scheduling 
Procedures  Exhibit  calls  for  reports  of 
preschedules  to  be  made  each  day  for 
the  following  day,  limits  the  revisions 
that  a  Purchaser  can  later  make  in  those 
schedules,  and  establishes  the  amoimts 
of  power  that  can  be  scheduled  during 
different  time  periods  in  relationship  to 
the  Purchaser’s  computed  requirements. 
The  exhibit  contains  deadlines  and 
formulas  for  maximum  schedules  and 
may  be  revised  fi'om  time  to  time  by 
agreement  of  BPA  and  the  majority  of 
the  Purchasers  then  operating  under  the 
exhibit.  Other  generation  utilities  state 
that  they  cannot  meet  the  BPA  deadlines 
because  they  can’t  collect  the  necessary 
data  until  later  in  the  day. 

S.  Computed  Requirements  Payment 
for  Power  Sales  and  Services.  This 
section  describes  the  rates  to  be  paid  for 
power  delivered  under  this  contract  as 
well  as  some  related  services.  For  firm 
power,  it  refers  to  the  appropriate  firm 
power  rate  schedules.  Unlike  the  section 
on  "Metered  Requirements  Payment  for 
Power  Sold,’’  computed  requirements 
payments  are  not  figured  strictly  from 
amounts  taken  but  rather  by  comparing 
amounts  taken  with  the  amoimts  that 
should  have  been  taken,  according  to 
the  computed  requirements  formula.  In 
the  event  that  the  Purchaser  has  taken 
more  firm  power  than  it  was  entitled  to 
according  to  the  computed  requirements 
formula,  this  section  provides  for 
ovemm  payments,  subject  to  other  rates 
and  other  charges.  This  section  refers  to 
the  Relief  From  Ovemm  Exhibit,  which 
describes  methods  for  reducing  ovemm 
payments  under  certain  limited 
conditions,  procedures  for  converting 
certain  amounts  of  overruns  to  sales  of 
nonfirm  energy  when  BPA  had  nonfirm 
energy  for  sale,  and  establishes  margins 
providing  for  smaller  charges  in  the 
event  of  smaller  overruns. 

T.  Ratification  of  Interim  Agreement. 
For  Purchasers  with  whom  BPA  has  a 
wholesale  firm  power  sales  contract, 
this  section  acknowledges  the 
applicability  of  the  wholesale  rate 
schedules,  when  they  became  effective, 


to  deliveries  of  power  made  before  the 
effective  date  of  this  contract. 

II.  Discussion  of  Contract  Elements— 
Residential  Purchase  and  Sale  Contracts 

A.  Duration  of  Contract  and  Related 
Matters. 

1.  Term.  All  contracts  will  be  effective 
on  the  later  of  the  date  of  execution  or 
October  1, 1981,  and  will  terminate  on 
June  30,  2001,  consistent  with  legislative 
history  and  BPA’s  interpretation  of  the 
language  of  Public  Law  96-501  referring 
to  “long-term”  contracts. 

2.  Effective  Date.  2400  hours  on 
September  30, 1981. 

3.  Status  of  Existing  Contracts.  These 
contracts  are  new  and  unique  in  nature 
and  there  are  no  existing  contracts  of 
similar  type  in  existence  at  the  present 
time.  Currently,  residential  customers  of 
investor-owned  utilities  in  the  region 
generally  pay  higher  rates  for  electric 
power  than  do  residential  customers  of 
BPA’s  preference  utilities  because  of  the 
investor-owned  utilities’  lack  of  access 
to  BPA’s  firm  power.  This  new  contract 
provides  that  access. 

4.  Termination.  The  utility  may 
terminate  the  agreement  upon 
reasonable  terms  and  conditions  as 
specified  in  Section  7(b)(2)  of  the 
Regional  Act  if  the  “rate  test”  is 
triggered  imd  the  supplemental  charge  is 
applied  to  the  utility  which  drives  the 
cost  of  the  sale  to  the  utility  under  this 
contract  above  the  utility’s  average 
system  cost.  The  utilities  have  taken  the 
position  that  the  Regional  Act  does  not 
preclude  BPA  from  allowing  additional 
termination  provisions. 

B.  Class  of  Power.  BPA  will  sell  to  the 
utility  at  BPA’s  firm  power  rate  pursuant 
to  Section  7(b)  of  the  Regional  Act.  The 
utility  will  sell  back  power  to  BPA  at  the 
utility’s  average  system  cost. 

C.  Amount  of  Power.  The  Regional  Act 
provides  that  the  amount  of  power  to  be 
sold  by  both  parties  to  each  other  under 
the  contract  is  to  be  equal  to  the  utility’s 
residential  load  which  includes  usual 
farm  use  and  farm  irrigation  pumping 
load  up  to  the  first  400  horsepower 
(H.P.)  during  any  month.  Existing  State 
rate  tariffs  will  be  used  to  determine  the 
size  of  this  load  for  each  utility 
participating  in  the  contract. 

The  400  H.P.  limitation  for  irrigation 
and  pump  loads  in  the  Regional  Act  has 
been  agreed  upon  by  the  parties  to  mean 
an  upper  limit  on  energy  to  be 
exchanged  for  any  farm  equal  to  400 
times  the  number  of  hours  in  the  billing 
period  times  the  conversion  factor  of 
0.746  kilowatts  per  horsepower. 

D.  Demand.  A  demand  is  needed  to 
effect  the  sale  by  BPA  to  the  utility  at 
BPA’s  firm  power  rate  because  BPA’s 
firm  power  rate  schedule  includes  a 


demand  charge.  Therefore,  the  parties 
have  agreed  ^at  since  residential 
demand  is  not  measured,  that  the 
monthly  load  factors  from  the  Federal 
Energy  Regulatory  Commission  (FERC) 
Form  1,  page  431,  be  used  as  agreed 
upon  monthly  load  factors  for  the  sale. 
Each  such  monthly  load  factor  will  be  a 
rolling  average  of  that  month’s  load 
factor  for  the  previous  5  years. 

E.  In-Lieu  Purchase  by  RPA.  The 
Regional  Act  gives  BPA  the  right  to 
purchase  power  in  lieu  of  purchasing  the 
utility’s  power  at  the  utility’s  average 
system  cost  if  that  average  system  cost 
exceeds  the  cost  or  power  to  be  found 
elsewhere.  BPA  will  give  the  same 
notice  for  such  a  purchase  to  the  utility 
as  the  utility  must  give  BPA  in  its  power 
sales  contract  to  reduce  its  contract 
demand.  BPA  will  state  the  amount, 
duration,  source,  and  cost  of  any 
intended  acquisition,  and  such  an 
acquisition  shall  not  be  less  than  1  year 
in  duration.  When  the  utility  receives 
such  notice,  the  utility  will  have  the 
option  to  either  reduce  the  amount  of 
power  purchased  by  BPA  under  the 
contract  or  reduce  its  rate  to  be  paid  by 
BPA  to  the'  new  in-lieu  rate.  BPA  will  not 
acquire  power  for  any  in-lieu  purchases 
from  sources  whose  costs  have 
previously  been  assigned  to  BPA’s  new 
resource  rate  pool  pursuant  to  Section 
7(f)  of  the  Regional  Act. 

F.  Accounting,  Review,  and  Budgeting. 
The  utilities  will  keep  up-to-date  records 
and  accounts  showing  all  transactions 
and  other  arrangements  under  the 
contract  for  at  least  5  years;  these  will 
be  maintained  in  accordance  with  the 
system  of  accounts  prescribed  by  FERC. 
BPA  may,  at  its  expense,  conduct 
reviews  or  inspection  of  the  records  and 
accounts  and  related  documents 
pertinent  to  the  agreement. 

G.  Cost  Benefits.  The  utilities  will 
pass  through  directly  to  the  residential 
load  the  cost  benefits  which  accrue  to 
the  utility  under  this  contract.  Cost 
benefits  have  been  defined  in  the 
proposed  contract  as  a  reduction  in  the 
utility’s  wholesale  power  cost  during  the 
term  of  the  contract  as  a  result  of  the 
contract. 

H.  Definition  of  Farm  and  Usual  Farm 
Use.  The  Regional  Act  provides  that 
usual  farm  use  electrical  loads  and  farm 
irrigation  and  pump  loads  up  to  the  400 
H.P.  limit  may  be  included  under  the 
exchange.  The  parties  have  agreed  that 
a  farm  is  a  parcel  of  land  which  is  used 
primarily  for  agriculture,  and  is  owned 
or  leased  by  one  or  more  persons 
including  partnerships  and  corporations. 
Agriculture  is  defined  to  include  the 
raising  and  incidental  primary 
processing  of  crops,  pasturage,  or 
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livestock.  Usual  farm  use  has  been 
deHned  as  all  electrical  loads  ordinarily 
associated  with  agriculture. 

III.  Discussion  of  Contract  Elements — 
OSI  Contracts 

A.  Duration  of  Contract  and  Related 
Matters 

1.  Term.  All  contracts  will  be  effective 
on  the  date  agreed  upon  among  the 
parties  and  will  terminate 
approximately  20  years  later  on  June  30, 
2001,  consistent  with  legislative  history 
and  BPA’s  interpretation  of  the  language 
of  PuUic  Law  96-501  referring  to  “long¬ 
term”  contracts.  BPA  has  proposed  the 
20-year  term  for  these  power  sales 
contracts,  as  it  has  historically,  based 
on  the  longest  term  permitted  under  the 
Bonneville  Project  Act  of  1937.  This 
affords  BPA  the  greatest  opportimity  to 
engage  in  prudent  long-term  planning. 
Some  public  comment  has  suggested 
that  the  20-year  term  could  delay 
implementation  of  alternative  power 
sales  policies. 

2.  Effective  Date.  Proposed  by  BPA  to 
be  July  1. 1981,  but  may  not  be  later  than 
October  1. 1981. 

3.  Status  of  Existing  Contracts.  BPA 
proposes  termination  of  existing 
contracts.  The  DSls  prefer  that  existing 
contracts  not  be  terminated,  but  that 
deliveries  be  made  pursuant  to  the  terms 
of  the  new  contracts. 

4.  Existing  Liabilities.  Any  liabilities 
under  current  power  sales  and  operating 
agreements  will  be  preserved  until 
satisfied. 

5.  Follow-on  Contracts.  BPA  will  not 
be  obligated  to  offer  a' follow-on 
contract.  However,  BPA  and  DSIs  would 
establish  a  mechanism  for  assessing 
mutual  desire  and  ability  to  execute 
such  contracts.  Further,  DSIs  prefer  that 
BPA  acknowledge  an  obligation  to 
achieve  and  maintain  load/resource 
balance  throughout  the  contract  term. 
BPA  acknowledges  its  statutory 
obligations  to  acquire  sufficient 
resources  to  meet  its  contractual 
obligations. 

B.  Class  of  Power.  The  contract  would 
be  for  a  uniBed  class  of  Industrial  Firm 
Power  (IF)  and  for  amounts  of  Auxiliary 
Power,  subject;  to  restriction  by  BPA 
and  curtailment  by  the  customer  on  the 
terms  and  conditions  set  forth  in  the 
contract. 

C.  Amount  of  Power. 

1.  Generally.  • 

a.  The  Regional  Act  entitles  each  DSI 
to  the  amount  of  power  to  which  it  is 
presently  entitled  under  the  IF  contracts, 
including  technological  improvement 
allowances  for  purposes  other  than 
plant  expansion. 

b.  The  new  DSI  contracts  will  contain 
demand  levels  known  as  “Contract 


Demand"  and  “Operating  Demand;”  a 
contract  demand  for  Auxiliary  Power 
will  also  be  included.  The  Contract 
Demand  and  Operating  Demand  may  be 
identical  for  some  companies.  Contract 
Demand  would  represent  the  maximum 
amount  of  power  each  DSI  is  entitled  to 
receive  from  BPA  under  the  new 
contract.  Operating  Demand  would 
represent  each  company’s  operating 
level  actually  achieved  or  in  the  process 
of  being  attained.  Adequate  notice 
would  be  required  for  increases  or 
decreases  in  operating  levels  that  result 
in  operating  levels  less  than. or  equal  to 
Operating  Demand.  Notice  for  certain 
increases  in  Operating  Demand  would 
be  identical  to  notice  provisions  of 
utility  contracts  (amount  of  notice  is  a 
function  of  the  size  of  increase). 
Technological  Improvement  Allowances 
(TLA),  if  granted,  would  increase  both 
Contract  Demand  and  Operating 
Demand  by  the  amount  of  the  TIA. 

2.  Contract  Demand. 

a.  Each  DSI  contract  would  contain  a 
specified  Contract  Demand  level. 

b.  Contract  Demand  for  each  DSI  will 
be  the  sum  oh 

(1)  Contract  demand  in  the  current  IF 
contract; 

(2)  Authorized  Increases  granted  in 
the  past  and  incorporated  or  scheduled 
to  be  incorporated  in  the  current  IF 
contract; 

(3)  Additional  Power  actually 
purchased  under  current  contracts;  and 

(4)  Technological  Improvement 
Allowances  that  are  granted  (see 
Section  4  below). 

3.  Operating  Demand. 

a.  Each  DSI  contract  would  contain  a 
specified  initial  Operating  Demand  level 
and  scheduled  increases  thereof, 
reflecting  the  company’s  recent 
operating  experience,  announced  plans, 
and  current  plant  capability. 

b.  Generally,  matters  such  as  billings, 
restriction  amounts  and  allocations  of 
Advance  Energy  and  IRE  (see  below) 
would  be  based  on  Operating  Demand 
rather  than  Contract  Demand. 

c.  No  notice  is  required  for  increases 
in  Operating  Demand  specified  in  the 
Contract  Each  DSI  may  otherwise 
increase  its  Operating  Demand  up  to  the 
limit  of  its  Contract  Demand  upon 
appropriate  notice. 

4.  Technological  Improvement 
Allowances  (TIS’s). 

a.  Availability.  As  in  existing 
contracts.  TIA  are  for  purposes  other 
than  plant  expansion. 

b.  Amount  The  total  ’TIA  pool  is 
limited  to  one  percent  per  year  of  the 
total  initial  Contract  Demand, 
cumulated  and  carried  forward  to  the 
extent  not  used  from  July  1, 1978. 


c.  Eligibility.  Technological 
Improvements  that  (i)  meet  the 
contractual  criteria;  and  (ii)  are  made  in 
the  future  or  by  written  notice  since  July 
1, 1978,  will  be  eligible.  Requests  for 
Technological  Improvements  not 
immediately  eligible  for  service  as 
Industrial  Firm  Power  will  be  served  in 
the  interim  by  Auxiliary  Power. 

d.  Allocation  Among  DSIs.  The 
contract  will  contain  a  mechanism  for 
allocating  'TIA  among  DSIs  in  the  event 
that  requests  in  any  year  for  the 
following  3-year  period  exceed  the 
amount  available  for  that  period,  with 
certain  allocation  priorities  for  those 
DSI’s  who  have  not  previously  been 
granted  their  proportionate  share  of 
available  TI  amounts. 

e.  Notice.  Same  as  for  increases  in 
utility  contracts,  except  that  shorter 
notice  period  may  apply  if  the  ’TIA  is 
required  by  the  DSI  to  comply  with  a 
governmental  order  [e.g..  pollution 
control). 

f.  Effect  TIA  that  are  granted  will 
increase  both  Contract  Demand  and 
Operating  Demand,  and  will  decrease 
the  Auxiliary  Demand,  by  the  amount  of 
the  TIA. 

D.  BPA  Restriction  Rights. 

1.  Generally. 

a.  The  DSI  contracts  are  required  to  ‘ 
provide  reserves  to  protect  EPA's  firm 
obligations.  *111080  reserves  are  provided 
through  contract  rights  to  intemqit  or 
withdraw  power  otfierwise  delivered  to 
the  DSIs.  'The  restriction  rights  may  not 
be  exercised  for  any  purpose  otiier  than 
the  protection  of  all  BPA  firm 
obligations.  Except  to  the  extent  of  such 
restriction  rights,  BPA’s  contractual 
obligations  to  the  DSIs  are  generally 
identical  to  its  obligations  to  other 
customers. 

b.  For  purposes  of  quantifying  specific 
restriction  rights,  each  DSI  Operating 
Demand  is  devided  into  four  “quartiles” 
of  equal  size  “subject  to  special 
operating  circumstances.”  Different 
restriction  rights  apply  to  different 
quartiles.  Additional  restriction  rights 
apply  to  Auxiliary  Power. 

c.  The  contracts  will  recognize  that 
some  flexibility  in  adjusting  restriction 
rights  over  time  will  be  desirable,  and 
that  such  adjustments  may  be  made  by 
mutual  agreement  of  the  parties.  In 
addition,  the  continued  need  for  periodic 
Operating  Agreements  will  be 
acknowledged. 

d.  Reserves  are  categorized  as 
planning  or  operating  reserves, 
depending  generally  on  the  purpose  of 
the  particular  reserve,  the  duration  of 
the  restriction,  and  the  type  of  shortage 
that  “triggers”  BPA’s  ne^  for  and  right 
to  exercise  the  restriction  right 
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2.  System  Stability  and  Forced 
Outage. 

a.  These  reserves  will  be  similar  to 
existing  DSI  contract  provisions.  The 
main  difference  is  that  BPA  seeks,  in 
place  of  the  present  5-minute  limit  on 
dropping  100  percent  of  the  DSI  load,  a 
longer  period  (15-45  minutes).  BPA  is 
cmrently  assessing  its  need  for,  and  the 
DSPs  their  ability  to  withstand,  this 
longer  interruption. 

b.  These  reserves  are  provided  by  the 
following  speciffc  restriction  rights; 

(1)  100  Percent  Load  Drop.  Extension 
of  time  limit  from  5  minutes  to  15-45 
minutes  is  currently  being  investigated 
(see  above). 

(2)  50  Percent  Load  Drop.  This  applies 
to  the  DSI  loads  operating  at  the  time  of 
restriction.  A  restriction  is  of  up  to  2 
hours’  duration  each  time  employed.  The 
accumulation  of  all  such  restrictions 
cannot  exceed  in  kilowatthours  in  any 
calendar  year  each  DSI’s  Contract 
Demand  multipied  by  50. 

(3)  23  Percent  Load  Drop.  This  use 
applies  to  the  second  quartile  of  the 
Operating  Demand.  The  accumulation  of 
all  such  restrictions  cannot  exceed  in 
kilowatthours  in  any  calendar  year  each 
DSPs  Contract  Demand  multiplied  by 
375. 

3.  Top  Quartile  Operating  Reserve. 

a.  BPA  may  interrupt  a  portion  of  the 
DSI  load,  not  to  exceed  25  percent  of  the 
Operating  Demand  plus  the  Auxiliary 
Power,  at  any  time,  for  any  reason,  and 
for  any  duration.  Interruptions  may  be 
for  capacity  or  energy  or  both.  Special 
arrangements  may  apply  when  the  first 
quartile  is  served  with  DSI  firm  energy 
borrowed  from  a  later  portion  of  a 
critical  period. 

b.  As  much  notice  of  interruption  as 
possible  under  the  circumstances  will  be 
given. 

c.  See  also  “operations  In  lieu  of 
Restriction”,  below. 

4.  Second  Quartile  Reserves. 

a.  The  parties  are  presently 
negotiating  the  extent  of  the  expanded 
reserve  provided  by  this  quartile.  The 
DSIs  maintain  that  this  reserve  should 
be  only  for  resource  delay  and  initial 
operating  problems.  BPA  maintains  that 
this  reserve  should  also  be  used  for 
failure  of  existing  resources.  It  is  agreed 
that  this  quartile  will  provide  a  reserve 
to  protect  BPA’s  other  firm  obligations. 

b.  Currently  in  disagreement  are  the 
following: 

(1)  Inability  of  a  Resource  to  Maintain 
Designed  Capability  Once  Attained 
Initially.  BPA  wants  the  second  quartile 
reserve  to  be  available  not  only  to 
protect  firm  loads  against  the  delayed 
completion  of  planned  resources  or  the 
failure  of  such  resources  to  achieve 
design  capability  but  also  to  protect  firm 


obligations  against  the  contingency  of 
the  loss  of  capability  of  such  resources 
once  commercial  status  is  attained.  The 
DSIs  disagree,  particularly  if  the  “loss” 
is  discretionary  or  volitional,  and  feel 
that  all  loads  in  the  region  (including  the 
DSIs)  shouldt>ear  this  risk  equally  in 
such  event. 

(2)  Coverage  of  Existing  BPA 
Resources.  In  addition  to  covering 
planned  resources,  BPA  wants  the 
reserve  to  be  available  in  the  event  an 
existing  resource  loses  actual  capability; 
the  DSIs  take  the  position  that  only 
resources  “implemented  or  acquired”  by 
BPA  under  the  Regional  Act  are  to  be 
covered.  BPA  agrees  that  such  reserves 
for  resources  which  attained  commercial 
operation  shall  not  be  used  because  of 
shutdowns  incurred  under  governmental 
orders. 

(3)  Expansion  of  Second  Quartile 
Reserves.  BPA  wants  to  be  able  to 
restrict  deliveries  to  the  second  quartile 
on  short  notice  (30-45  days)  during  the 
operating  year  in  which:  (A)  a  long-term 
forced  outage  occurs,  (B)  firm  loads 
cannot  otherwise  be  served,  (C) 
replacement  energy  cannot  be 
purchased  at  a  reasonable  price,  (D) 
first  quartile  reserves  are  unavailable 
and  (E)  forced  outage  reserves  are 
insufficient.  The  DSPs  maintain  this 
would  establish  the  second  quartile  as 
an  operating  reserve  for  energy 
purposes,  which  BPA  states  it  needs. 

The  DSIs  maintain  that  this  is  a  new 
proposal  not  contemplated  by  the 
Regional  Act.  The  DSIs  believe  the 
intent  of  the  Regional  Act  is  to  treat  the 
second  quartile  as  an  energy  planning 
reserve  only,  with  notice  of  possible 
restriction  Aerefor  being  given  only 
prior  to  the  Contract  Year  in  which  the 
restriction  may  occur.  BPA  believes  that 
there  is  flexibility  for  expanded 
reserves. 

c.  The  parties  are  currently 
considering  provisions  to  attempt  to 
resolve  the  disagreement  expressed  in 
subsections  (a)  and  (b)  above.  The 
provisions  would  modify  the  proposed 
restriction  right  in  the  following  manner: 

(1)  Provide  assurances  that  the  right 
will  be  exercised  only  in  circumstances 
in  which  BPA  would  otherwise  be 
unable  to  carry  its  firm  obligations. 

(2)  Place  a  reasonable  durational  limit 
(or  other  form  of  limit)  on  the  exercise  of 
the  restriction  right,  so  that  a  forced 
outage  that  cannot  be  cured  (or 
mitigated  by  purchases)  will  become 
within  a  reasonable  time  a  regional 
problem  rather  than  a  problem  for  the 
DSIs  alone.  BPA  proposes  180  days  as  a 
reasonable  durational  limit  in  the  first 
Contract  Year  that  the  outage,  occurs, 
but  maintains  DSIs  will  continue  to 


provide  reserves  for  a  period  up  to  10 
years; 

(3)  Exclude  from  coverage  by  the 
restriction  right  certain  types  of  events 
imposed  by  governmental  action  or 
which  are  volimtary,  volitional,  or 
otherwise  discretionary  {e.g.,  a  regional 
decision  to  shut  down  otherwise 
operable  generating  units);  and 

(4)  Provide  for  contractual  oversight 
provision  with  resource  owners  and 
operators  to  assure  prudent  operation  of 
resources  in  order  to  minimize  the  risk 
of  this  restriction  right  being  exercised. 

d.  The  top  quartile  operating  reserve 
and  the  DSI  forced  outage  and  stability 
reserves  will  be  available  for  any 
contingency  not  covered  by  the  second 
quartile  reserve,  including  unanticipated 
growth  of  regional  firm  loads.  The 
second  quartile  is  not  exposed  to  the 
extent  the  region,  simply  fails  to  plan 
sufficient  resources,  but  rather  to  the 
extent  that  certain  planned  resources 
are  not  available. 

e.  BPA  recognizes  its  obligation  to 
acquire  resources  pursuant  to  the 
Regional  Act,  on  a  reasonable  schedule, 
to  make  up  for  any  projected  deficit. 

E.  BPA  Obligations  and  Operations  in 
Lieu  of  Restriction. 

1.  Generally.  BPA  is  obligated  to  treat 
three  quartiles  of  the  DSI  Operating 
Demand  as  a  firm  load  for  purposes  of 
both  resource  planning  and  operation 
(subject  to  the  restriction  rights  noted 
above).  BPA  is  obligated  to  treat  the  DSI 
top  quartile  as  if  it  were  a  firm  load  for 
purposes  of  resource  operation,  but  not 
for  purposes  of  resource  planning 
(subject  to  the  restriction  rights  noted 
above).  BPA  may  restrict  deliveries  to 
DSIs  only  for  the  purpose  of  making  firm 
power  sales  to  other  customers.  BPA 
will  use  techniques  such  as  Advance 
Energy  or  shaping  of  Firm  Energy  Load 
Carrying  Capability  to  borrow  DSI  firm 
energy  from  one  time  period  for  use  in 
an  earlier  time  period,  subject  to 
additional  restriction  rights  by  BPA  if 
repayment  of  the  borrowed  energy  is 
necessary  to  enable  BPA  to  meet  its  firm 
obligations. 

2.  DSI  Load  Obligations  and 
Operations.  Because  the  DSIs’  second 
quartile  is  a  firm  load  for  purposes  of 
resource  planning  as  well  as  operation, 
BPA  will  not  restrict  deliveries  to  the 
DSIs’  second  quartile  unless  BPA  is 
unable  to  meet  its  total  firm  obligations 
in  actual  operation,  including  through 
the  purchase  of  available  power  at 
reasonable  price.  BPA  maintains  that  at 
present  the  price  of  power  produced  at 
single-cycle  combustion  turbines  is  the 
reasonable  limit.  The  reasonable  limit  is 
expected  to  vary  over  time  based  on 
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market  conditions  and  other 
circumstances. 

3.  Advance  Energy.  Among  the 
speciHc  points  that  will  be  included  in 
the  DSI  contracts  with  respect  to 
Advance  Energy  are  these: 

a.  Except  for  deliveries  of  Auxiliary 
Power,  Advance  energy  may  be 
available  for  any  portion  of  the  DSI  load 
that  is  subject  to  restriction,  within  the 
limits  of  available  amounts. 

b.  Generally,  Advance  Energy  will  be 
pro-rated  among  the  DSI  on  the  basis  of 
Operating  Demands. 

c.  BPA  proposes  that  if  a  DSI  curtails 
plant  load,  it  individually  may  refuse  to 
accept  Advance  Energy,  in  whole  or  in 
part;  the  DSIs  do  not  agree  that  Plant 
load  must  be  curtailed  to  refuse 
acceptance  of  Advance  Energy. 

d.  The  obligation  to  repay  Advance 
Energy  will  be  discharged  in  proportion 
to  the  refill  of  the  reservoirs  at  which 
Advance  drafts  were  made,  or  to  which 
Advance  Energy  was  transferred,  based 
on  energy  content  of  available  storage  at 
such  reservoirs  (taking  flood  control 
limits  into  account). 

4.  Operating  Agreements.  As  is  the 
case  in  the  1980-81  and  1981-82 
Contract  Years,  BPA  and  the  DSIs  may 
from  time  to  time  enter  into  operating 
agreements  for  operations  in  lieu  of 
restriction  in  the  event  the  power  sales 
contract  does  not  provide  for  a 
particular  operating  condition.  Such 
operations  are  secured  by  BPA  rights  to 
restrict  in  a  later  time  period,  if 
necessary,  portions  of  the  DSIs  load  that 
would  not  otherwise  be  subject  to 
restriction  under  the  terms  of  the  DSIs 
contracts. 

F.  Voluntary  Curtailment  by  the 
Customer.  Each  DSI  may  curtail  its  plant 
load  up  to  the  amount  of  the  top 
quartile,  plus  Auxiliary  Power,  generally 
without  a  Demand  Charge. 

G.  Voluntary  Termination  of  Contract. 
The  DSI  prefer,  as  in  section  11(c)  of  the 
existing  DSI  General  Contract 
Provisions,  that  any  DSI  may  terminate 
its  BPA  contract  after  a  rate  increase, 
subject  to  paying  the  cost  of  any  BPA 
facilities  used  to  deliver  power  to  that 
DSI  load.  BPA  has  proposed  that  a  DSI 
may  terminate  under  such 
circumstances  if  the  DSI  reimburses 
BPA  for  the  unrecoverable  cost  of 
pertinent  facilities  or  resources  acquired 
to  serve  the  DSI,  and  of  residential 
exchange  shortfalls. 

H.  Miscellaneous. 

I.  Service  From  other  Sources. 

■  a.  If,  with  BPA’s  consent,  any  DSI 
transfers  to  a  BPA  utility  customer  any 
portion  of  the  load  that  BPA  is  already 
serving  directly,  the  Contract  Demand 
and  Operating  Demand  of  that  DSI  will 
be  reduced  by  the  same  amount. 


b.  As  required  by  sections  9(i)(l)  and 
(2)  of  the  Regional  Act,  BPA  will 
continue  to  act  as  agent  for  the  DSIs,  in 
acquiring,  at  the  request  and  expense  of 
the  DSIs,  industrial  replacement  energy 
(IRE)  and  in  disposing  of  such  IRE  at  the 
request  and  expense  of  each  DSI.  BPA 
will  prescribe  fte  terms  and  conditions 
of  IF£  transactions  for  the  purpose  of 
assuring  each  DSI  an  opportunity  to 
participate  in  such  acquisitions  and 
dispositions.  In  addition,  BPA  proposes 
(outside  the  power  sales  contract)  that 
all  acquisitions  of  IRE  and  other  non- 
Federal  energy  by  the  DSIs  shall  be 
subject  to  preemption  by  BPA  if  the  ERE 
has  not  already  been  delivered  or 
advanced,  and  if  it  is  needed  to  enable 
BPA  to  meet  its  firm  obligations, 
including  the  DSIs  second  quartile;  the 
DSIs  have  not  agreed  to  this. 

c.  The  DSIs  propose  that 
circumstances,  if  any,  under  which  a 
DSI  may  acquire  resources  of  its  own  to 
provide  service  to  all  or  a  portion  of  the 
load  that  BPA  may  interrupt  should  not 
be  decided  as  part  of  the  present 
contract  negotiation.  The  DSIs  maintain 
that  this  question  should  be  deferred  for 
resolution  in  the  context  of  specific 
resource  proposals  if  any  are  later 
advanced.  BPA  agrees  that  the  matter 
can  be  deferred. 

2.  Nongeneric  Items. 

a.  Alumax  special  provisions. 

b.  Furnace  reline  provision. 

c.  Rate  and  Restriction  provisions  for 
Hanna. 

d.  At-site  provisions  for  Anaconda 
and  Martin-Marietta. 

IV.  Discussioo— General  Contract 
Provisions 

The  General  Contract  Provisions 
(GCPs)  contain  general  provisions 
associated  with  the  power  sales 
contracts  for  utilities  and  direct-service 
industries.  Specific  information  covered 
by  these  provisions  include  billing 
provisions,  provisions  for  adjusting 
wholesale  power  rates,  engineering 
requirements  for  points  of  delivery  and 
many  others. 

Relating  to  all  Purchasers 

A.  In  Reference  to  Meaning.  This 
section  provides  that  provisions 
contained  in  the  contract  shall  control 
the  GCPs  if  there  is  any  conflict  with  the 
provisions  contained  in  the  body  of  the 
attached  contract  Defined  terms  used 
only  in  the  GCP’s  are  defined  in  this 
section. 

B.  In  Reference  to  Computations  of 
Charges.  Tliis  section  contains 
provisions  for  interpreting 
measurements  recorded  by  meters.  It 
contains  methods  of  resolving  common 


disputes  over  the  accuracy  of  metered 
measurements. 

C.  In  Reference  to  Rates.  This  section 
establishes  the  procediures  BPA  must 
follow  to  change  wholesale  rates.  It 
limits  such  changes  to  once  in  any  12- 
month  period,  provides  that  BPA  shall 
establish  and  publish  a  methodology  for 
assessing  the  rate  test  of  Section  7(b)  2 
of  Public  L.aw  96-501  by  July  1, 1983,  and 
reserves  IH’A’s  authority  to  apply  a 
conservation  surcharge. 

D.  In  Reference  to  Delivery  of  Power. 
This  section  contains  provisions 
regarding  terms  for  delivery  of  power 
including: 

Character  of  Service,  which  specifies 
the  form  of  electric  power  and  energy 
which  will  be  delivered; 

Point  of  Delivery  and  Delivery 
Voltage,  which  describes  where 
ownership  of  power  is  transferred  to  a 
utility; 

Metered  Quantities,  which  describes 
the  amount  transferred: 

Where  Additional  Facilities  Required, 
which  sets  BPA*s  obligation  to  provide 
additional  facilities  to  enable  it  to 
supply  increases  in  the  Purchaser’s 
requirements  for  power; 

Uncontrollable  Force,  which  defines 
“Uncontrollable  Forces’*  and  limits  a 
party’s  obligation  to  deliver  or  receive 
power  due  to  such  conditions  and: 

Continuity  of  Service,  which  provides 
that  BPA  or  a  transferor  may 
temporarily  reduce  or  interrupt 
deliveries  of  power  when  it  is 
determined  there  is  an  emergency  <x 
installation  of  equipment  or 
maintenance  work  is  necessary.  Except 
in  the  case  of  emergency,  a  prior  notice 
is  required. 

Delivery  by  'Transfer,  which  specifies 
BPA's  obligation  to  assure  deliveries  of 
power  when  made  by  transfer  over 
other  utilities. 

E.  In  Reference  to  Payment  for  Power. 
This  section  contains  provisions  for 
paying  bills  and  charges  in  the  event  of 
late  payments. 

F.  In  Reference  to  Use  of  Power.  This 
section  contains  terms  regarding 
engineering  requirements  for  delivery  of 
power.  A  utility  must  give  reasonable 
notice  to  BPA  of  any  unusual  increase  or 
decrease  in  its  demands  for  power  and 
energy.  A  utility  will  be  liable  for  any 
damage  to  the  Federal  System  which 
results  in  such  increase  or  decrease 
made  without  BPA’s  consent.  Each  party 
must  design,  construct,  operate,  and 
maintain  its  electric  system  in 
conformance  with  accepted  electric 
utility  practice  to  minimize  electric 
disturlmnces.  Nothing  in  this  section 
creates  a  duty  or  liability  to  any  person 
not  a  party  to  the  contract 
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G.  Harmonic  Control.  Each  party  must 
design,  construct,  operate,  and  maintain 
its  electric  system  in  accordance  with 
good  engineering  practices  to  minimize 
the  levels  of  harmonic  currents  and 
voltage  which  could  interfere  with 
another  party’s  facilities.  A  utility  must 
insure  that  the  currents  on  each  phase  of 
a  point  of  delivery  are  balanced  within 
specified  tolerances. 

H.  In  Reference  to  Facilities.  This 
section  contains  general  terms  regarding 
each  party’s  facilities.  BPA  may  install  a 
meter  or  metering  equipment  at  any 
time.  All  meters  must  be  tested  at  least 
once  every  2  years.  If  meters  are  to  be 
located  on  another  party’s  property,  the 
contract  provides  a  permit  for 
reasonable  access. 

Ownership  of  any  equipment  installed 
by  a  party  on  the  property  of  another 
party  remains  in  the  installing  party  and 
shall  be  marked  accordingly.  Either 
party  may  inspect  the  other’s  electric 
inst^latlons  used  in  complying  with  the 
terms  of  this  contract  at  any  reasonable 
time.  BPA  must  design  and  construct 
Federal  System  facilities  to  maintain  the 
voltage  at  each  point  of  delivery  from 
Federal  System  within  a  certain  range 
above  or  below  the  operating  voltage. 

I.  Miscellaneous  Provisions.  This 
section  contains  provisions 
implementing  BPA’s  obligations 
established  by  law  or  executive  order, 
provides  for  standard  contractual  terms 
regarding  interpretation  of  contracts, 
and  includes  an  arbitration  section  for 
resolving  disputed  facts. 

Relating  Only  to  Preference  Agencies 

'This  section  contains  provisions 
which  apply  only  to  preference  agencies. 
It  includes  provisions  for  separate 
operation  of  municipal  utilities  from  city 
governments,  provisions  required  for 


Rural-Electrification  Administration 
borrowers,  and  a  savings  clause  for  the 
preference  and  priority  provisions  of  the 
Bonneville  Project  Act. 

Relating  Only  to  Utility  Purchases 

This  section  contains  provisions 
which  apply  only  to  utilities  and  not 
direct-service  industries. 

A.  In  Reference  to  Computation  of 
Charges.  This  section  contains 
provisions  for  adjusting  billing  factors  to 
reflect  deliveries  under  prior  contracts 
for  billing  factors  established  on  the 
basis  of  prior  deliveries.  It  also  provides 
for  reducing  such  billing  factors  in  the 
event  of  an  increase  in  a  utility’s 
resources.  Billing  factors  will  also  be 
adjusted  to  reflect  interruptions  in 
delivery. 

The  section  contains  provisions  for 
computing  billing  factors  or  providing 
additional  charges  for  multiple  points  of 
delivery.  Billing  factors  can  also  be 
adjusted  to  reflect  deliveries  in  reactive 
power  beyond  limits  specified  in  the 
section. 

B.  In  Reference  to  Purchaser’s 
Operating  Policies.  This  section  requires 
utilities  to  notify  BPA  of  changes  in 
resale  rates  and  provide  copies  to  BPA 
before  they  are  effective.  Utilities  are 
quired  to  follow  Federal  Energy 
Regulatory  Commission  accounting  rules 
or  Rural  Electrification  Administration 
accounting  rules  if  applicable.  Utilities 
must  provide  regular  audits. 

If  BPA  restricts  any  portion  of  its 
direct  service  industries  contract,  a 
utility  shall  not,  writhout  BPA’s 
permission  serve  any  such  portions  so 
restricted  with  resources  available  to 
the  utility  from  BPA. 

C.  In  Reference  Only  to  Purchaser 
With  Generating  Facilities.  A  utility 
shall  not  sell  electric  power  and  energy 


to  utilities  who  are  not  dependent  on  the 
Purchaser  for  the  major  part  of  their 
electric  power  and  energy  requirements 
from  any  portion  of  the  generating 
facilities  that  such  utility  used  in 
determining  the  assured  capability  of 
the  utility’s  generating  facility  with 
certain  specified  exceptions. 

At  the  request  of  either  the  party,  the 
other  party  will  make  available  on  the 
terms  stated  herein  such  thermal¬ 
generated  or  hydrogenerated  energy  as 
the  supplying  party  determines,  when 
such  request  is  made,  that  it  has 
available  for  delivery  to  the  requesting 
party.  If  a  breakdown  of,  or  emergency 
on,  the  system  of  either  party  occurs,  the 
other  party  will  make  available  upon 
request  all  or  such  part  of  the  energy 
required  for  such  system  as  the  supplier 
determines  it  can  supply. 

Relating  Only  to  Direct-Service  Industry 
Purchase'rs 

These  provisions  apply  only  to  direct 
service  industries. 

A.  In  Reference  to  Computation  of 
Charges.  This  section  provides  for 
computing  billing  factors  when  an 
industry  is  purchasing  power  from 
sources  other  than  BPA. 

B.  In  Reference  to  Purchase.  All 
electric  power  and  energy  delivered 
under  this  contract  shall  be  used  by  an 
industry  in  its  own  operations  and  the 
industry  shall  not  resell  any  part  of  it.  If 
the  industry  resells  such  electric  power 
and  energy,  BPA  shall  immediately 
cancel  this  contract. 

Dated:  June  5, 1981. 

Earl  Gjelde, 

Acting  Administrator. 
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AGENCY  PUBLICATION  ON  ASSIGNED  DAYS  OF  THE  WEEK 

The  following  agencies  have  agreed  to  publish  all 
documents  on  two  assigned  days  of  the  week 
(Monday /Thursday  or  Tuesday/Friday). 

This  is  a  voluntary  program.  (See  OFR  NOTICE 

41  FR  32914,  August  6,  1976.) 
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Documents  normally  scheduled  for  publication  on  a  day  that 

Day-of-the-Week  Program  Coordinator, 

will  be  a  Federal  holiday  will  be  published  the  next  work 

Office  of  the  Federal  Register, 

day  following  the  holiday. 

National  Archives  and  Records  Service, 

Comments  on  this  program  are  still  invited. 

General  Services  Administration, 

Comments  should  be  submitted  to  the 

Washirigton,  D.C.  20408. 

List  of  Public  Laws 

Note:  No  public  bills  which  have  become  law  were  received  by  the 
Office  of  the  Federal  Register  for  inclusion  in  today’s  List  of  Public 
Laws. 
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